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APPROVAL OF FINANCIAL STATEMENTS 


The annual financlal statements set oul on page + to 30 were approved by the Municipal Manager and the Acting Chief Financial 
Officer on the 13th of Movember 20038, 


ACTING CHIEF FI 
Rit. 4.5.0 MePevanaz 


MUNICIPAL MANAGE 
Mr. ha Ming adi 
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TREASURER'S REPORT 


1) GENERAL REVIEW 
For the period under review, the Council budgeted correct this period with expenditure equais fo the Ictal income 
expecied lo be recetved. 

+) OPERATING RESULTS 


Cetails af the results per department, classification and object of expenditure are included in appendices D and 
E. The spplicable statistics are shown in appendix F. The overall operating results for the year ended 
30 June 2006 are as follows : 


arue aes ones we 
11,459,200 ol 
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32.785] 14,459,200 | -22.07 | 
(Deficit / surplus —sssn| san esol | 
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3) CAPITAL EXPENDITURE AND AiNANCING 


Capal assets purchased during the period amounted to F256 449, These asacie were funded by Operating Revenue 
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4) INVESTMENTS AND Casi 


Investments anrounted to R 4 302 927 at 36 June 2606, which serned interest amounting te R610 120. 


The unfavourable bank balances ai 30 June 2008 amounted te R 146 597, See note 11 & 22. 
More information regarding investments le diseloged in notes 6 & 21 bs the aonwal financial stalement. 
5) FUNDS AND RESERVES 
There were unspent grants et 30 June 2008. There were also new grants raceivead during the financial period. 
More Information regarding funds and reserves is disclosed in note 2 and appendix A to the annual 
financhal statements. 
6) POST-BALANCE SHEET EVENTS 
The exemption ef municipalittes from complying with GAMAP / GRAP statement: has given the 
MUticipelity an opportunity } property prepare and implement ta conversion with process starting 
as eanly as October 2003. Ne consuhtani has bean appointed fo date. 
T) GENERAL 
As one of the roles of CFO a3 delegated by an Accounting Officer in tamns of Section 61 of the 
MFMA is fo implement supply chain management system, | vl reinforce the application 
of the system for maxdmum spending of unspant grents for the sake of improving financial 
management sysiems and contral procedures of this muntctpallty for betfer reporting ak the end 
of 2008/03 financial year, 
EXPRESSION OF APPRECIATION 


lam grateful to the Mayer, © Councilors, the Municinal Manager and Heads of Departments for their 


hr. MALI. MEhwanaz 
Big 5 False Bay Municipality 
GATE : 13 Hovembar 2006 
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S40 COUNTING POURS 


1. BASIS OF PRESENTATION 


These Financial Statements have been prepared so as to conform to the standards laid down by the 
Institute of the Institute of Municipal Treasurers and Accountants in its Code of Practice (1997) and the Report 
1.1 on the Standardization of the Financial Sietemenl of Local Authorities (2nd Edition, as amended). 


The Financial Staternents ara prepared on the historical cost basis, adjusted for capital expenditure 8s 
1.2 more fully detailed in paragraph three below. 


1.3 The Financial Statements are prepared on the accrual basis as stated - 
- Income ig acerued when collectable and measurable. Cenain direct Income is accrued when receved, 
such as traffic fines anc certain licences. 


- Expenditure is accrued in the year that itis Incurred. 


2. CONSOLIDATION 
The balance sheet includes General Services, and the various funds, reserves and provisions. 


3. FIXED ASSETS 


3.1 Fixed Assets ara stated - 
- al historical cost, cr 
- at valuation (based on market price af date of acquisition), where assets have been acquired by grants 
& donations 
- while In existence or fit for use. 


3.2 Oepreciation 
Fixed Assets are not depreciated although the amount of “Loans Redeemed and Other Capital Receipis” in 
the notes to the balance sheet is tantamount to the provision for depreciation. 


AN net proceeds from the sale of vacant fixed property are credited to the Public tnpravement Fund. Net 
3.3 proceeds from the sale of all cther assets are credited te the Capiial Development Fund. 


Capital assets are financed from different sources, including extemal loans, operating income, endowments 

and intemal advances. These loans and advances are repaid within the estimated Efe of the essets acuined 

from such Joans or advances. Interest is charged to the service at the muling inlerset rate applicable atthe = 
4.4 tima that the advance is made. 


Capital equipment acquired by way of finance lease is brought into acounting records as fixed assets which 
3.5 have long been financed by long-tenn Gabiltes 


3.6 Assets are written off by the express and prior approval of the Council only. 
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4, FUNDS AND RESERVES 


4.1 Capital Development Fund 


The Natal Ordinance No. 25 of 1974, Section 103(9), requires a minimum contribuilon of 3 percent of lhe 
defined income of a municlpalky. in this case rounded off to tha nearest ten Rand. The fund is used to finance 
capital expenditure, and the sunius funds are invested. 


4.2 Public [mprovemant Fund 
Tha Pubic Improvement Fund provides funding for future township development. All development costs 4s 
defined in section 103 (3) (d) of the Local Government Ondinance, Natal, No 25 of 1974, debited againel the 
fund. All proceeds from the sale of developed fand are credited as income to the fund. the Fund ts used to 
finence capital expenditure, and the surptus funds are invested. There is, however, a proviso as to what type 
of asset may be funded from this furs. 


4.3 Werking Capital . . 
Appropriations are made as and when required from operating axpenditure to the worung capital account. 


4.4 IDP Grant 
The Integrated Development Grant is conditional Grant received from the Department of Local Govemment 
and housing allocated to assist in the development of the municipal area by establishing the delivery of free 
panc services. 


4.5 Equitable Share 


The Equitable Share is funds recelved from the Department of Local Government allocated to assist in ihe 
funding cf the operating expenditure and to subsidise a portion of the delivery of free basic services. 


4.6 Municipal Capacity Support Grant 
This grant is for the appolniment of a Development Practitioner to assist with the promotion of the orderly and 
sustainable development, to process Land Development applications, to co-ordinate comment in respect of 
Permission to occupy and sandwnning applications and development Facilitation Act applications. Further, to 
provide advice,inpul and comment on legislation, policies and matters relating to and development incuding 


4.7 Perfomance Management Grant . 
This grant will be for the implementation of a Performance management System in the municipality. 


4.8 Finance Management Grant Received 
The grant is mostly for the training of he tvo Infams. 


4.5 Spatial Develepment Makassa 
This grant is for the spatial plans to be drawn for the rural area Makhassa. 


4.13 Municipal Sirvcture Integration Grant 
This grant is for service providers providing training to management and staff in Finance 


4.11 Municipal Property Rates 
This grant is for the Imefementation of the new property rates act. 


4.42 Land Use Management Grant _ . 
This grant together with the G!S grant will be used for the establishment cf a Geographic informabon 
system, inckiding hardware/seftware acquisition, systems set-up, configuration, data acquisition, 


4.13 Municipal Assistance Grant 
This grant is for vartous projects required on municipality assistance. 


i 


Be | OE4SP ON ALIT¥cTOENAIA AVT J57¥4 S O18 0 Pl ORE “YEP SE 


4,14 Project consolidate 
Ths grant is for the survey of the preepective dumping site. 


4,15 Grant Grader 
This granl was for the purpose of purchasing of a grader. 


4.16 GIS Grant 
see 4.13 above. 


4.17 Organisational structure and Human Resources Systems ; 
This grant is for the upgrade of the human resources sysiams and assistance with the OPMS. 


4.18 Public Partlelpation Grant 
This grant is fer the purpose of community participation and education of youth. 


. INVESTMENTS 


investments are shown at the lower of cost of market value if a permanent decline in the value 
occurred, and are invested in securities as prescribed by section 124 of the Lecal Authorities Ordinace, 
4974 (Ordinance No. 25 of and section 106(9) of the Local Government Transaction Act, 1993 (Act Ne. 
209 of 1993) 


. RETIREMENT SENEFITS 


All employees, with the exception of the contract employees, contribute to the Natal Joint Municipal 
Pension Funds. A full actuarial valuation is conducted by the funds actuaries every three years. These 
funds are presently in a stable financial position. an interim valaution was conducted as at 31 March 
9004. The last full valuations was in March 2002. The retirement benefit plan is subject to the rules and 
reguiaiions prescribed by the Local Government Superannuation Ordinace, 7973 (Ordinance No. 24 of 
1973) and In accordance with the requirements of the Pensions Fund Act, 1956. Current contributions 
are charged against operating income on the basis of current service costs. 


. PROVISIONS 


Certain provisions and reserves have been eslabKshed where required, or considered necessary, and 
7.1 these indude - 


Gad Debts Provision - provision for bad dabts is made when the recovery of debts appears doubtfut 
Leave Pay Provision - provision for leave is the value of all ave due and payable to employees as ot 
30 June of each year. 
INCOME RECOGNITION 
£.1 Assessment rates are levied on land and buildings and are bilied both menthly and annually. 
§.2 Services are billed monthly. Any other income is by direct payment prior te service being rendered. 
SURPLUSES AND DEFICITS 
Any surpluses and deficits arising from the operation of the transport anc other services are transferred 


io Rate and General services. The produce market & electricity, are closed accounts therefore any 
susplus or deficit is retained in that service for its own use. 


. TREATMENT OF ADMINISTRATION AND OTHER OVERHEAD EXPENSES 


The cost of intemal suppor services are transferred to the different services in accordance with the 
Insthute Report on Accounting for Support Services ( June 1996}. 
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11. LEASEG ASSETS 
Fixed assets held under finance leases are capitalised. Such are effectively amortised over the term of 
11.1 the fease agreement. . ; 
effective interes! rate method, which reflects the extent and cost of lease finance utilised in each 
11.2 accounting period, 
All other leases are treated as operating leases and the relevant rentals are charged in the operating 
11.3 account in a systematic manner relating to the period of use of the assels concerned. 


17. DEFERRED CHARGES 
The balance outstanding of the costs incurred in raising !oans on the capital market, are recovered from 
cperating income over the periods of the various loans involved. 


13. CONSOLIDATED LOAN FUND 
The canifal resources of the Consolidated Loans Fund consist of both extemal and internal loans. 
Advances are made to borrowing departments at an interest rate equal to the cost of servicing tha 
Fund's capital and are repaid over the useful life of the assels acquired. 
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ACCOUNTING POLICIES 


4. BASIS OF PRESENTATION 


These Financial Statements have been prepared so as to conform to the standards lald down by the 
Institute of the instifute of Municipal Treasurers and Accountants in its Code of Practice (1997) and the Report 
1.1 on the Standardization cf the Financial Statement of Local Authorities (2nd Edition, as amended}. 


The Financial Statements are prepared cn the historical cost basis, adjusted for capital expenditure as 
1.2 more fully detailed in paragraph three below. 


1.3 The Financial Statements are prepared on the accrual basis as stated | 
- Income is accrued when collectable and meastrable. Cartain direct Income is accrued when recered, 
such as traffic fines and ceriain licences. 


- Expenditure is accrued in the year that itis Incurred. 


2. CONSOLIDATION 
The balance sheet includes General Services, and the vanaus funds, reserves ered provisiatis. 


3. FIXED ASSETS 


3.1 Fixad Assets ara stated : 
- at histerical cost. or 
- at valuation (based on market price at date of acquisition), where assets have boon acquired by grants 
& donations 
~ while in existence or fit for use. 


3.2 Depreciation 
Fixed Assets ara not depreciated although the amount of “Loans Redeemed and Other Capital Receipts" in 
the notes to the balance shest is tantamount to the provision for depreciation. 


All net proceeds from the sale of vacant fixed property are credited to ihe Public Improvement Fund. Nad 
4.3 proceeds from the sale of all other assets are credited to the Capkal Devetopmant Fund. 


Capital assets are financed from different sources, including extemal loans, operaling income, endowments 

and intemal advances. These !cans and advances are repaid within the estimated We of the assets acquired 

from such loans or advances. Interest is charged to the servica at the ruling interest rate applicadte at the 
3.4 Sme that the advance is made. 


Capital equipment acquired by way of finance lease is brought into acounting records as fixed assets which 
4.5 have long been financed by long-term liabilites 


4.6 Assets are written off by the express and prior approval of the Council onby. 
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4. FUNDS AND RESERVES 


4.1 Capital Development Fund 


The Natal Ordinance No. 25 of 1974, Section 104(9), raquires a minimum contribution of 3 percent of the 
defined incoma of a municipality, in this case rounded off to the nearest ten Rand. The fund is used to finance 
capital expanditure, and the surplus funds are invested. 


4.2 Pubdle improvement Fund 
The Public Improvement Fund provides funding for future township development All development costs as 
defined in section 103 (3) (a) of the Local Govemment Ordinance, Natal, No 25 of 1974, debited agamst the 
fund. All proceeds from the sale of devaloped !and are credited as income to tha fund. the Fund's used to 
finance capital expenditure, and the surpfus funds are invested. There is, however, a proviso as t whal type 
of asset may be funded from this fund. 


4.3 Working Capltal 
Appropriations are made as and when required from operailng expenditure to ihe working capital account. 


4.4 IDP Grant 
The Integrated Development Gran is conditional Grant received fram the Department of Local Goverment 
and housing allocated to assist m the development of the munleipal area by establishing the delivery of free 
basic services. 


4.5 Equitabla Share 


The Equitable Share is funds received from the Department of Local Government allocated to assist in the 
funding cf the operating expenditure and to subsidise a portion of the delivery of free basic services. 


4.6 Municipal Capacity Support Grant 
This grant is for the appointment of a Development Practitioner to assist with tha promotion of the onerty and 
sustainabla development, to process Land Development applications, te co-ordinate commer in respect of 
Permission to occupy and sandwnning applications and development Facilitation Act applications. Further. io 
provide advice,input and comment on legislation, pohcies and matters relating to land development, inctuding 


4.7 Perfomance Management Grant 
This grant will be for the implementation of a Performance management System in the muricipality. 


4.4 Finance Management Grant Recelved 
The grant is mestly for the tralning of the two Interns. 


4.9 Spatial Development Makaeea 
This grant is for the spatial plans to be drawn for the rural area Makhassa. 


4.10 Municipal Structure Integration Grant 
This grant is for service providers providing training to management and staff in Finance 


4.11 Municipal Property Rates 
This grant is for the implementation of the new property rates act. 


4.12 Land Use Management Grant 
This grant together with the GIS grant wil be used for the establishment of a Seographic informaton 
system, including hardware/software acquistion, systems Set-up, configuration, data acquisition, 


4.13 Municipal Assistance Grant 
This grant is lor various projects required on municipality asgistance. 
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4.14 Projact consolidate 
This grant is for the survey of the prospective dumping site. 


4,15 Grant Grader 
This grant was for the purpose of purchasing cf a grader. 


4.16 GIS Grant 
see 4.13 above. 


4.47 Organisational structure and Human Reeources Systems 
This grant is for the upgrade of the human rasources systems and assistance with the OF MS. 


4.13 Public Partlelpation Grant 
This grant Is for the purpose of community participation and education of youth. 


5. INVESTMENTS 
Investments ara shown al the lower of cos! or market value # a permanent decline in the value 
occurred, and are invested in securities as prescribed by section 125 of the Local Authorities Ordinace, 
1974 (Ordinance No. 25 of and section 10G(9) of ihe Local Goverment Transaction Act, 1993 (Act Mo. 
209 of 1293) 


6. RETIREMENT SENEFITS 
AX amployees, with the exception of the contraci employees, contrinute to the Natal Joint Municipal 
Pension Funds. A full actuarial valuation Is conducted by the funds actuaries every three years. These 
funds are presently in a stable financial position. an interim valaution was conducted as al 31 March 
2004. The last ful valuations was in March 2002. The retirement benefit plan Is subject to the rules and 
regulations prescribed by the Local Government Superannuation Ordinace, 1973 (Ordinance No. 24 of 
1973} and in accordance with the requirements of the Pensions Fund Act, 4956. Current contributions 
are charged against operating income on the basis of current service costs. 


7. PROVISIONS 
Certain provisions and reserves have been astablished where required, or considered necessary, and 
7.1 these include - 
Bad Cebts Provision - provision for bad debts is made whan the recovery of debis appears Goud tiut. 
Leave Pay Provision - provision for leave is the value of all feave due and payable to employees as at 
30 June of each year. 
& INCOME RECOGNITION 
8.1 Assessment rates are levied on land and buildings and are billed both monthly and anouaily. 
8.2 Services ere biked monthty. Any other income is by direct payment prior to sarvica being rendered. 
9. SURPLUSES AND DEFICITS 
Any surpluses and daficils arising from the operation of the Tanspart and other services are transferred 
to Rate and General serices. The preduce market & electricity, ara closed accounte therefore any 
surplus or deficit is retained in that service for its own use. | 
40. TREATMENT OF ADMINISTRATION AND OTHER OVERHEAD EXPENSES 
The cost of intemal support services are transferred to the different services in accordance with ihe 
lastitute Report on Accounting for Support Services { June 7996). 
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11. LEASED ASSETS 
Fixed assets held under finance leases ara capitalised. Such are effectively amortised over the term af 
171.4 the base agreement. 
effective Interast rate method, which reflects the extent and cost of lease finance utilised in gach 
41,2 accounting period. 
Ail other leases are treated as operating leases and the relevant rentals are charged in the operating 
14.3 account ina systematic manner relating to the period of use of the assets concemed. 


12. DEFERRED CHARGES 
The belence outstanding of the casts incurred in raising loans on the capital market, are recovered from 
operating income over the periods of the various loans involved. 


13. GONSGLIDATED LOAN FUND 
The capital resources of the Consolidated Loans Fund consist of both extemal and internal loans. 
Advances are made to borrowing departments at an interest rate equal to the cost of servicing the 
Fund's cacital and are repaid over the useful life of the assets acquired. 
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BIG 5 FALSE BAY MUNICIPALITY 


BALANCE SHEET AS AT 30 JUNE 2006 


CAPITAL EMPLOYED 
FUNDS & RESERVES 


Statutory Funds 
Reserves 
Trust Funds 


ACCUMULATED DEFICIT/ APPROPRIATIONS 
LONG TERM LIABILITIES 
CONSUMER DEPOSITS: SERVICES 


EMPLOYMENT OF CAPITAL 
FIXED ASSETS 

LONG TERM DEBTORS 
DEFERRED CHARGES 


NET CURRENT ASSETS 


Current Assets 
Debtors 
Bank & Cash 
Short Term Portion of Long Term Debtors 
Short Term Jnvestments 


Current Liabilities 
Provisions 
Main Bank Account 
Creditors 
Short Term Portion of Long Term Liabilities 
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Note 


2008 
R 


11,476,578 


“2,070,036 
~2 
0 


9,681,545 


3,896,813 
23,571 

0 
5,760,860 


7,357,478 


AT I¥d 1 SINMW AYE TSW 4 979 


6,085,345 
4,142,515 
1,983,432 
215,000 
3,127 867 
7,583,011 
G 


11,066,092 


3,741,766 
0 
0 
7 24,527 


11,696,756 
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BIG 5 FALSE GAY MUNICIPALITY 
INCOME STATEMENT FOR THE YEAR ENDED 30 JUNE 2008 


ot 
mL 2007 2007 2007 2008 2008 2008 Budget 
Actual Actual Surplus/ Actual Actual Surplus! Surpius/ 
co income Expenditure (Deficit) Income Expenditure (Daficit] (Daficit) 
oe 
= R R R R R R 
= 10,956 984 -{16141 RATE AND GENERAL SERVICES 9,740,680 14,708,806 4,507 926 3,423,496 
10,644,999 135770 Community Services 9,397,861 135,822,239 (4,429,359) 3,511,859 
5,647 -1641440 Subsidised Services 4.496 200,426 (295,930) -631 COD 
298 138 -87774 Economic Services 443,503 5aG, 141 742,638 242,638 
0 0 0 HOUSING SERVICES 0 0 - 0 
0 4] 0 TRADING SERVIGES q 0 - p 
410,998,084 41,075,125 116141 TOTAL, 9,740 880 14 706 606 (4,967,926) 3,423,496 
a 627,511 Appropriations for the year (refer to nate 17) __6,085,757_ 
= -Taabo2 Net Surpius / {Deficit} for the year 1,147,830 
<s 
= (2,584,216) Retained Income at the beginning of the year (3,127,566) 
== 
= -4,127,868.00 ACCUMULATED DEFICIT/APPROPRIATIONS AS AT THE END OF THE YEAR (2,01 0,036) 
aes 
on 
—l 
= 
us 
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BIG § FALSE BAY MUNICIPALITY 


CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2008 


2008 
R 


CASH RETAINED FROM OPERATING ACTIVITIES: (4,852,131) 


Cash penerated by /{utilised in} operations 3,418,423 
Investment Income $10,120 
(increase) / Decrease in working capital 


679 500 
less: Extemal Interest paid . 


Cash avaitable from operations 
Cash contriutions from tire Public and State 
Net proceeds on disposal of fixed assets 


CASH UTILISED IN INVESTING ACTIMITIES 
Investment in Fixed Assets 

NET CASH FLOW 

CASH EFFECTS OF FINANCING ACTIVITIES ° 
(Decrease)! Increase in long term borrowings 


Decrease(increase} in investmants 
Increase/( Decrease) in Cesh and Cash equivalent 


Net cash utilised / (generated) | _- 4,595,684 | 
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BIG 5 FALSE BAY MUNICIPALITY 


NOTES TO THE FINANCIAL STATEMENTS AS AT 30 JUNE 2088 


2005 
F. 
Statutory Funds 
Pubic bnprevement Fund 290,651 
Capital Development Fured 1,421,634 
Housing Oevelooment Account 
44112515 
{Refer to appendix A for mora detail} 
inenkst egited on inapiments ano aponrtioned to ihe COP, PIF and 
horking capinal reser, The aprenionmend i based on tra opening 
hatmees ol securulated furedis and nites Wcities per 
Reserves 
IOP Grant 26T 2d 
Equitable Share 0 
Panel Suppert 0 
Municipal Cepecity Support Grant 0 
Perfomance Management Grant 209,546 
Lind Use Menacdemend Sysclems 39,485 
Litrary Grenks 0 
GIS Grant 94451 
Working Capital Reserve 480,601 
WAP 14,513 
SOL 0 
Develop Admin Capacity 100,000 
Finance management grant fae, 141 
Local Aids Coarecit 0 
Spatial Development Mekasa 14,667 
Community Dev Worker 
MSIG 1 466,153 
Mun Val roll'property rates 257,410 
MFALA 1.000 
Project Conscftales 42710 
Municipal capecity grant 301.762 
GIS dev.supput grand 200, XK 
Grants interest 1,253,355 
ranis VAT 9,507 
Grant Water RedcSewer Ponds 235.90 
PR Con.Org Sir & HR Systems 134,995 
Proj. cons = Piddic partcipetion f2,5e7 
Good Gev. Org Structura & HR Systems 46,851 
iRefer to appendix A for more detalls) ¥7364,064 
Unconditional gran; (ipomisod fumes) dtsclosed under Loenn batts 0 
Reserves ; 7,364,064 
Trust Funds 
Estals ale: P Mtshali 215,00) 
LONG TERM LIAGILITIES 
Annuity Lovares it 
Grands 
Add: Interest 
Unconditionel Granis se al 20062007 (refer to note 2) d 
t 
Lecs:Sheet Jenn portion of of long term labiitiastansterred 
to current fablittes d 
Long Term Lisbditres 3 


(Reler fo appendin A for Uncoandrional grants which Jon pert of betanoc} 
(Pater to eppendic & for more details on Jong tet Rablited) 


ANHLATY LOANS 
These loans sre unsecured and are held with ubsehali 
Munianal Support Services. No oaymencs have been made 
on (his loen since Live tke on of this Dalance in the Big 5 
Fase Bay feancials. Annuity loans bear ierest al rates 
bebreen 10% and 155% per annum-horever no provigion in 
2007 hes been made for interest. commeepondences to 
Provincial Goverment requests ihe whiting off of the loans 
indented from Umeakel - as the loans have no supporting 
documentetion. Mo obligation waa undertaken by the Gig 5 
False tay municipality for ihe redetripion of ihése bans, 
13 
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2,690,881 
4.421 64 
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SIG 5 FALSE BAY MUNICIPALITY 


NOTES TO THE FINANCIAL STATEMENTS AS AT 30 JUNE 2006 (comtinued} 


FIXED ASSETS 
Fixed assets al the beginning of the year 
Capital expenditure dunng the year 
Other addiional assets not accounted for in prior years 
less : Assets wrilten off, rangfered or 
Transfer to Unkhanayskude portion to umkhanaykude loan afc 
Total fixed assets 
lass : Loans redéemad and other capital recelpts 
Net fixed assets 
(Refer to appendix © for more details) 


SHORT TERM INVESTMENTS 
Unilsted 
Call Accounts 


Managements valuation of unlisted invesiments 

Average rate of retum 

Funds are invested according to section 10(8) fa) of the Local Sovememant 
Traansitional Aci, second ammendments act, 1896 (Act 97 of 1996} 

No Investments were written off during the year. 


LONG TERM DEBTORS 

Staff Car toans at the beginning of the year 
Add: Interest capiralisad for the year 
Adjustment - poor period 


Add: New loans 
Less Paid during the year 


Lese: Short term portion of the long-term deblors transferred fo current 
assets 


DEBTURS 

Debtors 

Umkhanyakude 

Phumilani 

Deposits 

Sundry Debtors 

Accrued interest 

Umsekel Capital underfunding 
DPLS 

One 

Hiebiga 

Umblabuyalingana 

Mongomna 

Tr of Pmts from previous years 
Prior year adjustnents 

Vat input 

vat cutul 

vat paid over 

Statf loan 6 sMhfengs 

Fayroll 

Cashiers Floatunderbanking/overbanking 


Add: Gebtors Prepayments 
Less: Provieions for doubthd debts. 


Debtors of R107,542 are prepayments and disclosed herewfih as such. 
The amaunts recetvable In respect of the Phumiani Housing Project are still 
lo be finailised and reconcied with the department of Housing. 

In the currené year debtors to the value of Rl 166 629 were written off. 
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22,283,165 
256,449 
566,000 


3.220.312 


19,885,302 


15,988,438 


3,896.813 
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0 
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BIG 5 FALSE BAY MUNICIPALITY 


NOTES TO THE FINANCIAL STATEMENTS AS AT 30 JUNE 2008 (continued) 


4 PROVISIONS 


Leave Gratulty 163.988 
Bad Debts $06,777 
570,776 
Lesa: Provisions for doubtful debts transferred to debtors 806,777 
a 
10 CREDITORS 
Other tade Crecditors etc. 1,176,480 
Umsekall Municapal Support Unallocated receipts o 
Housing subsidies recetved in advance 1" 
Add: Cebtors Prepayments 107,541 
1.286,021 
Dabtors of R107,542 are prepayments and disclosed herewith as such. 
The housing subsidies in advance bs stil a matter pending with the 
department of Housing and the final reconciliation of the Phurnlan Hous 
Propect. 
The feave provision is besed on number of accrued leave days al 30 June 
2008 
14 Bank and Cash 
tain Bank account -146,597 
Bank and Cash 4.484 
"142,113 
12 Assesement rates 
Site valuations ac at 1 July 1997. Figures beksy includes rebates excepi offer 
rebates of R46,0175.20 not classified as per the catagories below: 
Raesiden ted 673,227 
Commercial B47 257 
Scvennent 169,775 
hes | 0 
Other i] 
Municipal & Other 2,207 
1,693,169 
Land 7.153,600 
Bulldings 40,102,360 


Valuation on land and buiidings are performed every 3 years and the last 
general valuation came into effect in 1 July 2005. The rate was 23.61¢ per 
rand onland and 1,5¢ rand on buildings. Rabates granted were 20% on 
Government 40% on domestic and 50% on agrcuwlural properties, Non- 
profil organizations ¢.g. churches are exempt from rates. 
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1,615,318 
1,160,283 


3,666,125 


607,383 
733824 
196.321 
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BIG § FALSE BAY MUNICIPALITY 


NOTES TO THE FINANCLAL STATEMENTS AS AT 30 JUNE 2003 (Continued) 


2005 
R 
13 COUNCILOR'S REMUNERATION 
Mayors allowances 214,905 
Deputy Mayor's allowances G 
Councilors 473,974 
Exscutive Committee 0 
Standing Committee 0 
Local Municipality Attendace 0 
Speaker Alowance Medical Aid Contributions 0 
Pension Fund contibutions 2t231 
Use of personal faciitias 0 
Other 283,150 
900 264 
The sataies paid to councilors are in terms of sectlon 279 of 
ihe Constitution, 
14 AUDITORS' REMUNERATION 
AUGE fees 78,957 
Balance Pricr year 
Prior year 
7B,951 
15 FINANCE TRANSACTIONS 
Total external interest earned or pal: 
intarast earmed 637 O75 
Interest paid 0 
Capital charges debited to operating account: 
Interest - Extémal 0 
: Internal G 
Redemption : External 0 
: Internal 0 
a 
16 ACCUMULATED DEFICIT ‘APPROPRIATIONS 
Appropnaton account 
Accumulated surplus at the beginning of the year (3,127,867) 
Operating surplus / (deficit) for the year (4,967,926) 
Appropriations for the year: 6,085,757 


Prior year adjustment 6,085,757 
Prior year transfer to Umnkhanya Q) 
Accumplated deficit! Appropriations at the end of the year «2,010,635 


Operating account 
Capital Expenditure 256,449 
Contributions to: 2,162,775 

Capital development fund 
Reserves 

Doubtiul debts 

Leave pay 

Working capital reserve 


Accumulated surpius f (cefich) ai the end of the year 2 419,225 
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(116,140) 
-627,514 


-627,511 
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447,630 
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BIG 5 FALSE BAY MUNICIPALITY 


NOTES TO THE FINANCIAL STATEMENTS AS AT 30 JUNE 2006 (Continved) 


2006 2007 
R R 
17 CASH GENERATED BY(UTILIZED IN} OPERATIONS 
Surplus‘Deficit for the year (4,967,926) (176,140) 
Adjustments in respect of: 
Appropriation for ihe yaar 6,145,385 (627,511) 


Appropriations charged against income: 
Capital evelopment Fund 
Working Capital Reserve 
Reserves 


1,080,626 


328,087 
185,715 
S47 O30 


On extemal loans 


invesenent income changed lo opersting account 
Non - operating income 

rants 

Cradtted to Fund, Provisians and Reserves 


Debited to provisions and Reserves 


Amount fo Cashflow Stafement 


18 DECREASE / (INCREASE) IN WORKING CAPITAL 


(increase) / decrease in deposits - 1,170,606 
{increase} / decrease in debtors (708,089) (18,724) 
(increase) / decresse In long-term detwrs (23,874) 406,586 
Decrease / {increase} In Creditors (2.d82, 104) - 
increase / (decrease) in Overdratts (85,979) 


3,200,042 1,560,771 
ees 
19 (OECREASE)/ INCREASE IN LONG TERM LIABILITIES (EXTERNAL) 
Loans Raised(Long term portion & shart tenn portion) 8,359,488 101,625 


Loans Repaid 
Amount to Cashffioew Statement 


Cash contributions from the public and the state 
Increase in reserves 
Conmibuiions to working capital 


20 (DECREASE) INCREASE IN SHORT TERM BORROWINGS COMPRISE 
Loan raised 
Loans repaid 
Amount fo Cashflow Statement 
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BIG 5 FALSE BAY MUNICIPALITY 
NOTES TO THE FINANCIAL STATEMENTS AS AT 30 JUNE 2008 (Continued) 


2006 207 
R R 
21 INCREASE / (DECREASE) IN CASH INVESTMENT COMPRISE: 


Investment Realized $.062,495 47ii ite 
investment mada 4,307 S22 4,436,555 


3,759,576 341,157 


22. INCREASE / (DECREASE) IN CASH AND CASH EQUIVALENTS 


Balance al beginning of year 255 26,205 
Balance al the end of the year 4484 255 


23) “CONTINGENT LIABILITIES AND CONTRACTUAL OBLIGATIONS 


There are no contigent Hablilttes as at 30 June 2008 


24 CAPITAL COMMITMENTS 


Commitments in respect of capital expenditure 
- Aporoved and contracted for 
- Aporoved but net vel contracted for 


This expenditure will be financed from: 

- internal sources 

- Extemal sources ~ 

- Ofher sources: Subsidies & donations - 
Provincial - Central government & District Councii - 


25 RETIREMENT BENEFITS 
The persennel are members of the Natal Joint Municipal Pension Fund. 
The last actural valuation was on 34 March 2002, An Imterim valuation is 
caried oul at ihe end of each year, the last one being 31 March 2004 


26 CONSOLIDATED CAPITAL DEVELOPMENT FUND 


Outstanding advances to borrowing services 
AccumuUated Funds 1,421 634 
Less: intemal Investments 


{Seq Appendix 4 and B for more detail) 


27 PUBLIC IMPROVEMENT FUNG 


Accumulated Funds 2,590,821 2,690,651 
Loans culstanding to Umsekeli Municipal Suppor Services - 464,027 
Less: Extemal Investments - 1,923,072 
Less: Yalue of assals 

Land 


Outstanding advances to borrowing services 
refer to appendix A & B for more details 


fo ¢ = 98GP “ON ATWeTIINMW AWE JST¥d 5 518 SO: Pl Ghee “UPL SE 


28 


29 


re 


BIG 5 FALSE BAY MUNICIPALITY 


NOTES TO THE FINANCIAL STATEMENTS AS AT 30 JUNE 2008 (Continued} 


MANAGERS SALARIES & ALLOWANCES 
Municipal manager 

Gross 

Travel Afowances 

Cell Allowance 

Leave 

Bonus 


Chief Financial Officer 
Gross 
Travel Allowances 
Call Allowance 
Leave 
Bonus 


Corporate Manager 
Gross 
Travel Allowances 
Cell Allowance 
Lesve 
Bonus 


IDP manager 
ross 
Travel Abowances 
Cell Allowance 
Leave 


Bonus 
The salaries and allowances cf section 57 are paid in accordance with the 


municipal budget approved by council, 


BANK . CASH AND OVERDRAFT BALANCES 
The Murnicipatty has the following dank accounts: 


Current account (Primary bank account) 
First Natlonal Bank - Hluhluwe Branch 
Account number - 6262 2340 365 


Cash book balance at beginning of year ( overdrawn } 
Cash beok balance alt end of year ( overdrawn | 


Bank statement balance at beginning of year 
Bank statement balance at end of year 
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BIG 5 FALSE BAY MUNICIPALITY 


NOTES TO THE FINANCIAL STATEMENTS AS AT 30 JUNE 2006 (Continued) 


2008 2007 
R R 
30 Prior Year Adjustments 
Long term Slabilities written off ~3,618,530.25 
Provisions written off 476,474.75 
Writing of Urnsekeli Debtor -1,615,318.00 
Witting of Subsidies received in advance -1,160,283.00 
Correction of 2003/4 & 2006/7 balances 19,419.88 
Correction of 2003/4 & 2006/7 balances 12,478.83 
dining! Propenies written off 1,727.99 
Reversing of Vat provisions 792,222.62 
085,756.68 G 


31 Municipal Entities under sole control of municipality 


There are no municipality under the scle contre! of the 
municépality. 


32 Summary of investments in municipal entitles 


There are nc municipal entities therefore there were 
no investments held for municipal entities. 


33 Party Related Transactions 
a contract of hosting the web site was awarded 
tc a close family member of the CFO ata 
cost of R1,500 per month. Contract extends 
above a year. 
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4PPENDIX A 


BIG SFALSE BAY MUNICIPAL YT 


STATUTORY FUNOS, RESERVES AND PROVISIONS FOR THE YEAR ENDEC 39 JUNE 2006 


Balance a Contibucions hieeston Trirgtomother Expenditure Proryear T rie Balance a1 
20771 8 6oduving the year Creer ret grants during the year Adjusiment  flerenam 26S) 
va nereet 


ACCUMULATED FUNDS 


Working Capital Resenee 460.607 t a 0 o 40,61 
Agset Financing Fund a ir] 0 | o o 
Equitas Share Grand received t 0 a o o 0 
Enstabéehmere Sram 0 Go i o o Ly 
Trancioral Grn 0° 0 to # i o 
Free Base Services oh G ¢ a G t 
IF prant 18,272 175,430 a 0 S4,.dTT 287 25d 
Capeciy Support Grant 0 0 it oh 0 0 
Tar Base Rebel a 0 ? 0 a LL 
BP LGA Adrinieeration Grant 0 0 0 0 a 
Municipal capacky Gidg Grand M1162 o o i | aot, 18 
Peffceaance Maraiemernt arart 200,646 a CG oO 0 200 64g 
Lamar) "ara TR PU Garena ce | a iW 0 ni 33,485 
Dnrary grand a a O Q | iF 
Gs craw 98,184 0 te o 0 66,161 
Pereson Fuad 0 a in) tt 1 fi 
Finence Maragemens Grant a0 507 SH CHG th Q 14,456 755,141 
Ere chr Cap 100.000 a o 0 CG 100, x) 
bia Bal aT t G A] 265 B63 616 405 
Prverdopaeienisttad Ml ocitovindg 0 0 oO 0 o {} 
Local Als Couned 0 o +) Oo i 0 
Spoliel dev makasas 46,000 0 & a) RH 14.667 
Camenumity Ch Wioker gq fi 0 Mn 0 o 
bRSHS e544 ,155 734,000 0 Nn) 252.002 1,468,153 
un al TOR Drperty rakes 251.110 t 0 } o 251,310 
FMA, 100 O00 F o it iL 100.000 
Project Consotdade 8b 750 C 0 t 76 060 4210 
GSS EW SUPPORT 200000 Oo t 0 200,000 
reerest.n bivestmernts ther 615.735 i bit.120 i | 1,753,355 
Wat on Grants. bene $45,597 G a i 10,000 $45,597 
Grent Pro] conpolkdate ~ seer’ ponce. Sot o a 0 O Gtk} 
Gran Grader 175.000 t} 0 I Zais 172, 84T 
PR Gong.0ng SiH, syste: 137,00) i) 4) o o 137, 0 
PR Cone Org SovHPl ayeiame 104,876 O 0 0 56 B25 4.450 
TRUST FUHES 
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APPENDIX B 
BiG 5 FALSE BAY MUNICIPALITY 
EXTERNAL LOANS AND INTERNAL ADVANCES FOR THE YEAR ENDED 39 JUNE 2068 


EXTERNAL LOANS * aoe Period [Repeprert [Balance Fecehed Redenned writen of [omens 
ofiean =| Dale Cisuty 2007 «6 during the year [during the year 36 dune PHE 
ry 
SPER 15) 2.003 bi 
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INTERMAL ADVANCES TC ECRROWAG SERVICES Balance Received Redeemed written of = =6Balerce 


Is 
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APPENDIX C 
BIG 5 FALSE BAY MUNICIPALITY 


ANALYSIS OF FIXED ASSETS FOR THE YEAR ENDED 36 JUNE 2008 


Service Budgeted Balance at Expenditure 
Expenditwe 200T0741 200TH2008 
S007 2008 
R F F 


& TRADING SERVICES 


Wealer 
Flectrici 
¢ FUBUC IMPROYVERENT FUHD 1,231 836 ba 
£053,562 TOTAL FIXED ASSETS O 22,283,164 62 469 
Jess: LGANS REDEEMED AND OTHER 
5,053,582 CAPITAL RECEIPTS 


be 


¢ 


O MET FIXED ASSETS 3,701 7S 155,048 


9657 ON 


4231, 636 
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BIG § FALSE BAYT MUNICIPALITY 


ANALYSIS OF OPERATING INCOME AND EXPENDITURE 
FOR THE YEAR ENDED 30 JUNE 2003 


Actual Actual 
2607 2oC8 
R R 
10,956,985 INCOME 0,737,125 


Rates Income 2,643,064 
Grants & Subsidies 6,054 a7 
Water Sales 

Other lncome 

Conservancy 

Refuse 


EXPENDITURE 


Salaries wages 4 allowances 
General expenses 

Repairs & maintenance 
Capital Charges 

Contribution te fixed assets 
Contibutions 

Capital projects 


less: Amounts Charged Out 


{1 15,140) Sorplusi(Deficit) {4,367,926} . 


x 
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AUDIT REPORT 
(FINAL DKAFT 
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REPORT OF THE AUDITOR-GENERAL TO THE KWAZULU-NATAL PROVINCIAL 
LEGISLATURE AND THE COUNCIL ON THE FINANCIAL STATEMENTS AND 
PERFORMANCE INFORMATION OF BIG FIVE FALSE BAY MUNICIPALITY FOR THE 
YEAR ENDED 30 JUNE 2009 


REPORT ON THE FINANCIAL STATEMENTS 


Introduction 


1. Thave audited the a¢companying financial statements of the Big Five False Bay 
Municipality which comprise the balance sheet as at 30 June 2009, the | income 
statement and the cash flow statement for the year then ended, a summary of significant 
accounting policies and other explanatory notes as set aut on pages [ox] to [x]. 


The accounting officer's responsibility for the financial statements 


2. The accounting officer is responsible for the preparation of these: financial statements in 
accordance with the entity-specific basis of accounting, as set out in accounting policy 
note 1 and in the manner required by the Municipal Finance Management Act, 2003 {Act 
No. 56 of 2003) (MFMA) and for such internal:control as the accounting officer 
determines is necessary to enable the preparation of financial statements that are free 
from material misstatement, whether due to fraud or error. 


The Auditor-General’s responsibility 


3. As required by section 188 of the Consiitution of the Republic of South Africa, 1996 read 
with section 4 of the Public Audit Act, 2004 (Act No. 25 of 2004) (PAA) and section 
126(3) of the MFMA, my responsibility is to express an opinion on these financial 
statements based on. my audit, 


4. | conducted my audit in accerdance with the Intemational Standards on Auditing and 
General Notics 616 of 2008; issued in Goverment Gazette No. 31057 of 15 May 2008. 
Those standards require: ‘that | comply with ethical requirements and plan and perform 
the audit to: ootain reasonable assurance on whether the financial statements are free 
from material misstatement. 


5. An audit-involves performing procedures to obtain audit evidence about the amounts and 
disciosures in the financial statements. The procedures selected depend on the auditer’s 
judgement, including the assessmeni of the risks of material misstatement of the 
financial statements, whether due to fraud or error. In making those risk assessments, 
the’ ‘auditor considers internal contro! relevant to the entity’s preparation and fair 
presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity’s intemal control. An audit aiso includes evaluating the 
appropriateness of accounting policies used anc the reasonableness of accounting 
eslimates made by management, as well as evaluating ihe overall presentation of the 
financial statements. 


§. f believe that the audit evidence | have obtained is sufficient and appropriate to provide a 
basis for my audit opinion. 


Basis for qualified opinion 
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Property, plant and equipment 


7. Ths opening balance of property, plant and equipment inciudes an amount of 


R3 896 813 thal should have been written off in the prior year as follows: 
« Loans redeemed and other capital receipts R3 741 7&5 
« Prior year contribution from operating income R 155 048 


The above was corrected in the current year, resulting in the fixed asset opening balance 
being overstated and the accumulated deficit opening balance being understated. 


The fixed asset register was last updated in the 2005-06 financial year: | reconciied the 
fixed asset register and the asset additions in the general ledger from 2005-06 to,2008- 
09. An unexplained net difference of R241 543 was calculated being the difference 
between the asset register and the general ledger ai 30 June 2009. 


When comparing the balances of the fedger entries of assets totalling R23 739 433 to 
the asset register, assets totalling R3 388 419 as set out below could not be verified or 
traced to the asset register. The municipality's records did not: ‘permit the application of 
adequate altemative audit procedures regarding these assets. Consequently, 1 did not 
obtain sufficient appropriate audit evidence to. safisfy:nyself as to the existence, 
valuation, completeness and ownership. of the following classes of assets: 


+ Furniture, office equipment, other machinery arid equipment R1 396 822 

+ Motorways rr R 709 731 

+ Tractors 7 R 174375 

« Land and buildings . _ R1 10/491 

» TOTAL BR R3 388 419 
Creditors | #, _ 


6. A difference of R316 193 was identified between the creditors age analysis and the 


control account in the ‘general fedger, whereby the general ledger balance of Rt 163 670 
exceeded: ‘the creditors age analysis balance of R847 427. This difference couid not be 
expfained by jnanagemeni or supported by documentation. Furthermore, creditors to the 
value of R299 247 could not be verified against documentation received. | did not obtain 
sufficient appropriate audit evidence to satisfy myself as to the existence and valuation 


aa 


of creditors totalling R615 449. 


Qualified opinion 


S$. Inmy opinion, except for the possible effects cf ine matters described in the Basis for 


r 
C 


qualified opinion paragraphs, the financial statements cf the Big Five False Bay 
Municipality have been prepared, in all material respects, in accordance with the basis of 


accounting as set out in accounting policy note + and in the manner required by the 
MFMA.. 
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Emphasis of matters 
i draw attention te the following matters: 


Basis of accounting 


10. The municipality's policy is to prepare financial statements in accordance with the entity- 
specific basis of accounting, as set out in accounting policy note 1. 


Going concern ; 


11. While the municipality has prepared financial statements on a going concem basis, there 
are indicators that its financial sustainability is under threat. The. municipality has incurred 
a loss of R6 127 928 in the current year and the accumufated deficit was RS 434 147. 


Furthermore, it was noted that concomitant assets {investments, cash anc bank} were 
insufficient to support the existence of funds and reserves with a. shortfall of R4 633 929. 


Salaries of R6 723 969 (councillors included} and general operating akpenses of 
R10 228 727 represented 122% of income totalling R13. 937 058 (excluding capital 
grants). The extent to which effective service delivery ce can he achieved i is questionable. 


. . — at 


Unauthorised expenditure 


12. Unauthorised expenditure of R7 361 306 was incurred as a result of the overspending of 
the amount appropriated for certain components’of expenditure votes in the budget for 
the year under review. The’ unauthorised expenditure was disclosed tn note 32 to the 
financial Statements. 


ai : 


i 
rs 


Other matters . vs reg, 


| draw attention to the. following matters that relate ia my responsibilities in the audit of the 
financial statements: - OL, 


e 


Material inconsistencies in other information included in the annual report 


13. | have not obtained the other information included in ihe annual report and nave not been 
able-ts identify any material inconsistencias with the financial statements. 


Unaudited supplementary schedules 


14. The suoplementary information set out on pages xx to xx does not form part of the 
financial statements and is presented as additional inforrnation. | have not audited these 
schedules and accordingly | do not express an opinion thereon. 


Non-compliance with applicable legislation 
Municipal Finance Management Act 
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15. Section 65{2)(e) of the MFMA states that all money owing by the municipaiity should be 
paid within 30 days of receiving the relevant invoice or statement, unless prescribed 
otherwise for certain categories of expenditure. While testing payments it was noted that 
some creditars were paid after 30 days. 


Governance framework 


16. The govemance principles that impact the auditor's opinion on the financial statements are 
related to the responsibilities and practices exercised by the accounting officer and 
executive management and are reflected in the interaal control deficiencies and key 
governance responsibilities addressed below: 


Internal contre! deficiencies 


17. Section 62(1)(c)(i} of the MFMA states that the accounting offic: cer must ensure that the 
municipality has and maintains effective, efficient and transparent systems of financial 
and risk management and intemal control. The table below depicts the root causes that 
gave rise to the deficiencies in the system of intemal control, whieh led to the qualified 
opinion. The root causes are categorised according tt the five components of an 
effective system of internal control (the number-listed per component can be followed 
with the legend below the table.) In some instances deficiencies exisi in more than one 
internal control component. ON, 


Basis for qualified opinion 


18. Due to deficiencies i in ‘internal contro!s with regard to fixed assets, | was unable to verily 
furniture, offide equipinent, other machinery and equipment. The fixed asset register was 
not updated. Furthermore, Ewas unable to physically verify assets fo confirm the 
completeness, existence, valuation and ownership of assets. Control activities were not 
Selected and developed to mitigate risks to fixed asset reporting. Internal contre! 
déficiencies with regard to creditors are not identified and communicated in a timely 
manner to allow for corrective action to be taken. 


The organisational structure does not address areas of responsibility and lines of 
reporting fo support effective control over financial reporting. 
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Management and staff are not assigned appropriate levels of authonty and responsibility 
to facilitate control over financial reporting. 


Human resource policies do not facilitate effective recruitment and training, disciplining 
and supervision of personne. 


Integrity and ethical values have not been developed and are not understood to set the 
standard for financial reporting. 


The accounting officer‘accounting authority does not exercise oversight responsibility 
over financial reporting and internal control. 


Management's philosophy and operating styie do not promote effective control over 
financial reporting. 


KManagement has not specified fi financial reporting objectives | to enable the identifi cation 
of risks to reliable financial reporting. 


The entity does not identify risks to the achievement "sana reporting objectives. 


The entity does not analyse the likelihood and smpact of the risks identified. 


The entity does not determine a risk strategy/action plan to manage identified risks. 


Fhe potential for material misstatém ent due to fraud is not considered. 


There is inadequate segregation of duties to prevent fraudulent data and asset 
"2 


- 
1 


General infoxmation techinclogy controls have not been designed to maintain the integnty 
of the information system and the securty of the data. 


Manual oT automated controls are net designed to ensure that the transactions have 
occurred, ‘are authorised, and are completely and accurately processed. 


Actions are riot taken to address risks to ihe achievement of financial reperting 
objectives. 


Control activities are not selected and developed te mitigate risks over financial 
reporting. 


Policies and procedures related to financial reporting are not established and 
communicated. 


Realistic targets are net set for financial performance measures, which are in turn not 
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linked to an effective reward system. 


Pertinent information is net identified and captured in a form and time frame to support 
financsal reporting. 


Information required to implement internal controt is not available to personnel to enable 
internal control responsibilities. 


Communications do not enable and support the understanding and execution of internal 
contro! processes and d responsibilities by personnel. 


Ongoing monitoring and supervision are not undertaken fo enable an assessment of the 
effectiveness of internal control over financial reporting. 

Neither reviews by internal audit or the audit committee nor self ‘assessments are 
evident. : o ‘ 


Intemal contre! deficiencies are not identified and communicated | ini a timely manner to 
allow for corrective action to be taken. 


= 


Key govemance responsibilities 


19. The MFMA tasks the accounting officer with a number of responsibilities conceming 
financial and risk management.and intemal contro}, Fundamental to achieving this Is the 
implamentation of key.goyernarice responsibilities, which i have assessed as follows: 


iL 
Clear trail of supporting: documentation that is easily available and provided ina 
timely. mariner’ a 


No signifi icant: ‘difficulties were expenenced dunnag the audit 
concerning delays or the availability of requested information. 


Quality 


Tha financial statements were not subject to any material 
amendments resulting from the audit. 


of financial statements and related management information 


The annual report was submitted for consideration prior to the tabling 
of the auditor's report. 


Timeliness of financial statements and management information 
The annual financial statements were submitted for auditing as per 


the legislated deadline in section 126 of ihe MFMA. 


‘¢ | GSP ON ALITWETOENAIN AVE JSWV4I 4 519 QL hl aloe “Yer “sé 


orn 
m 


pane Ino 


A Pa dem ot 


eee 


Te 


Lt 


C 


9¢Sh ON 


AT T¥ETOINAM AVE 3S1¥i 4 S18 


Oi-Pi O1Ge “MER GE 


er a pee ed ee ed 


Availability of key officials during audit 


Development and compliance with risk management, effective internal control and 
governance practices 


The municipality had an audit committee in operation throughout 
the financial year. 
+ The audit committee operates in accordance with approved, 
written terms of reference. 
« The audit committee substantially fulfilled its responsibil 
the year, as set out in section 166(2) of the MFMA. 
Internal audit 


ities Tor 


* The municipality had an intemal audit function in operation 
throughout the financial year. 
+ The intemal audit function operates in terms of an approved 
internal audit plan. 
- The internal audit function substantially fulfilled its responsibilities 
for the year, as set out in section 165{2) of the MEMA. 
There are no significant deficiencies in the desigh and implementation 
of internal control in respect of financial and risk management. 


There are no signifi icant deficiencies in the desigii and implementation 
of intemal control in respect of compliance with h applicable laws and 
regulations. 


The information systems were appropriate fo facilitate the preparation 
of the financial statements. 


A risk assessment was conducted:on a regular basis and a risk 
management strategy, which includes a fraud prevention plan, is 
documented and used:as Set out in section 62(7)(¢)(} of the MFMA. 


Delegations of responsibility are in place, as set out in section 79 of 
the MEMA: ; 


Follow-up of audit findings 


The prior year audit fi ndings have been Subsiantially addressed. 


Issues relating to the reporting of performance information 


15. | The information systems were appropriate to facilitate the preparation 


of a performance report that is accurate and complete. 


Adequate contret processes and procedures are designed and 
implemented to ensure the accuracy and completeness of reported 
performance information. 


17. | Astrategic plan was prepared and approved far the financial year 


under review for purposes of monitoring the performance in relation to 
the budget and delivery by the municipality against its mandate, 
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predetermined objectives, outputs, indicators and targets section 6 
of the MFMA. 


There is a functioning performance management system and 
nerformance bonuses are only paid after proper assessment and 
approval by those charged with governance. 


Of 


20. A clear trail of supporting documentation was not always available in respect of suspense 
accounts identified. There was a delay in receiving information requested from the 
municipality. My high-level review of the financial statements submitted for auditing 
identified errors. This, together with findings from our audit required the financial 
statements to be adjusted. The key officials were available during the audit and provided 
support and information although not timeously. We urge management to employ the 
good practices in the table above in order to facilitate a smoother audit process. 


REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS . 
Report on performance information Coe | 


21. | have reviewed the performance information as set out on pages Dx] to [xx]. 


The accounting officer's responsibility for the performance information 
22. In terms of section 121(3}{c) of the MFMA, the.annual report of a municipality must include 


ees 


the annual performance repert of the municipality, prepared by the municipality in terms of 
section 46 of the Local Government: Municipal Systems Act, 2000 {Act No. 32 of 2000) 


(MSA). Ba 
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The Auditor-General’s responsibility 


23. | conducted my engagement in accordance with section 13 of the PAA read with General 
Notice 616 of 2008, issued in Government Gazette No. 31 G57 of 15 May 2008. 


24. In tarms of the foregoing my engagement included performing procedures of a review 
fature to obtain sifficient appropriate evidence about the performance information and 
‘related Systems, processes and procedures. The procedures selected depend on the 
auditor's judgement. 


25. | beliéve. that the evidence | have obtained is sufficient and appropriate to provide a 
pasis for the findings reperted below. 


Findings on performance information 


Non-compliance with regulatory requirements 


No or inadequate quarterly reporting on performance information 
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26. No quarterly reports on the progress in achieving measurable objectives and targets of 
the municipality were provided for audit purposes in terms of section 34(b)} of the MSA. 


Content of integrated development pian 


27. The integrated development plan (IDP) of the Big Five False Bay Municipality did not 
include the key performance indicators and performance targets determined in terms of 
its performance management system, as required by sections 26(i) and 41(1}(b} of the 
MSA and regulation 12 of the Municipal Planning and Performance Management 
Regulations, 2001. 


No mid-year budget and performance assessments 


28. Sufficient appropriate audit evidence was not provided for audit purposes to determine 
whether the accounting officer of the municipality assessed the performance of the- 
municipality during the first half of the financial year, taking into account the municipality's 
service delivery perfonmance during the first half of the financial year and the serice 
delivery targets and performance indicators set in the service delivery and budget 
implementation plan, as required by section 72 of the MFMA. | 


Usefulness and reliability of reported performance information 


29. The following criteria were used te assess the. usefulness and reliability of ihe information 
on the municipality's performance with réspect to the objectives in its IDP: 


* Consistency: Has the municipality réported on.its performance with regard to fs 
objectives, indicators and targets in its approved integrated development plan? 

e Relevance: Is the performance information as reflected in the indicators and targets 
clearly linked to the predetermined objectives and mandate. Is this specific and 
measurable, and is the time,period or deadline for delivery specified? 

« Reliability: Can the feported performance information be traced back to the source 
data or documentation alid-is the reported performance information accurate and 
complete in-relation to.the source data or documentation? 


The fotowing-aldit finditigs relate to the above criteria: 
inconsistently reported performance information 


40. The Big Five False Bay Municipality performance objectives in the IDP are not consistent 
with those in the annual performance report. : 


Reported performance information not reliable 
Lack of source documentation 


31, Sufficient appropriate audit evidence relating to the reported performance information of 
the municipality could not be obtained with regard to compliance with the MSA, sections 
21fa), 34, 39(a), 40, 41(1id), 42, 44 and 46 as well as the MFMA, sections 53(1}ic}, 
S4(1i(c), 71, 72 and 121 as the retevant source documentation could not be provided for 
audit purposes. | 
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Source information not accurate and complete 


32. The source information or evidence provided to support the reported performance 
information with reaard to tha Developed Housing Sector Plan did not adequately support 
the accuracy and completeness of the facts. 


APPRECIATION 


33, The assistance rendered by the staff of the Big Five False Bay Municipality during the 
audit is sincerely appreciated. 


Pietermaritzburg 


30 November 2009 a oe: 
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